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Single Process Initiative (SPI)
Executive Summary

GOALS:

Eliminate multiple, government-unique manufacturing and management system
requirements -- including direct and indirect cost drivers (e.g., material management
systems, Cost/Schedule Control Systems Criteria (C/SCSC), price and cost analysis
procedures, excess property procedures).  The intent of the SPI is to determine which
manufacturing and management processes are most efficient and then convert all
contracts at a contractor’s facility to those processes, as opposed to simply converting all
contracts to the most stringent of the processes.

Move to advance world class practices, while reducing the need for oversight.

Achieve cost, schedule, and performance benefits for the government and the
contractor (e.g., minimize contractor employee specialized training; facilitate better
integration of commercial and government production in a facility; and allow US
companies to become more globally competitive as they move to best practices on existing
contracts, rather than waiting for new procurements -- further reducing US government
costs).

THE SPI PROCESS:

The SPI process is designed to be flexible, streamlined, and expeditious -- every day
we delay, both the contractor and the government lose out on potential cost savings
and avoidance.

The SPI should be used not in place of, but in addition to existing contracting tools
such as VECPs, and normal contract changes.   To the extent SPI is easier to apply, it
should be used.

There are several differences between this process and the processes normally used
to modify contracts:
• SPI changes will impact most, if not all, of the existing contracts at a contractor’s

facility instead of making changes on a contract by contract basis.
• SPI changes may involve more than one process.  These modifications could reflect a

major change in how a contractor fulfills multiple requirements on existing contracts.
• A streamlined approach is used to analyze and incorporate SPI changes into existing

contracts.  The sooner we accomplish this, the sooner both the contractor and the
government can realize the benefit of the change.

The local management council is the key to success.  Management council membership
includes senior-level contractor, DCMC, DCAA, and major customers representatives.



Senior-level participation and commitment, constant communication, and effective
teaming are the most critical factors ensuring an effective management council.
Management councils provide the framework for fostering process improvements and
managing the SPI.  Management councils must think in new ways to ensure we
implement SPI changes with a minimum of bureaucracy.

Component Team Leaders (CTLs) are designated from each key customer.   Each
CTL is empowered by their respective component to commit their organizations to a
course of action.  CTLs are responsible, within their respective component, for:
• Coordinating and facilitating consensus among all affected component customers.
• Determining the technical acceptability of the proposed SPI change.
• Obtaining the necessary program authorizations.

The SPI process is designed to default in favor of moving forward towards the
objective of a common, facility-wide process.   While customers must be assured that
any changes to existing contracts will meet their technical needs, there are no approvals
needed above the Component Team Leaders, and no one with the ability to “veto”
the action.

Don’t struggle or waste valuable time trying to reach 100% consensus.  Elevate
problems, concerns, or questions once it becomes clear an individual is not in agreement
with all others or a potential problem or impediment exists.  Senior leadership  wants to
know immediately if the process is getting bogged down.
• A Headquarters DCMC SPI Management Team meets regularly and includes

representatives from OSD, DLA, DCAA, NASA, and the military services.
• Each DCMC District has a “SWAT Team” to provide advice and assistance to local

management councils.
• Regular reports are provided to the Component Acquisition Executives (CAEs) and

the Defense Acquisition Executive (DAE).  These offices are briefed regularly on SPI
progress.

NEW ISSUES:

Contractors may submit SPI changes that affect laws or regulations.   Management
councils, with advice from their District “SWAT Team” legal counsel member, should
review all concept papers to analyze the merits and cost-benefits of the change.  If the
proposed SPI change benefits the government, the Contract Administration Office (CAO)
should process the change or deviation request by submitting a “case” that fully describes:
• The specific statute to be amended or repealed.
• The detailed rationale as to why the change is needed, including a statement of what

problem or situation will be avoided, corrected or improved if the request is approved.
• The cost, schedule, or performance benefit to the Government.
• The suggested change language.



SPI has been expanded to include prime contractors that are also subcontractors to
other contractors.  USD (A&T) memo dated September 3, 1996 establishes the needed
framework for addressing prime/subcontractor relationships under SPI.  A joint
government/industry IPT has developed an alternate approach to insert a “subcontractor
enabling provision” into existing contracts.  This provision will allow prime contractors
the freedom to substitute government accepted subcontractor SPI processes in lieu of
flowing down conflicting prime contract requirements.  The proposed enabling provision,
once approved by the management council,  may be inserted into existing prime
contracts at a given facility via a block change modification.  The IPT’s recommendation
will be forwarded to USD(A&T) in formulating additional policy in this area.

Contract language for new procurements needs to allow for the use of approved
single processes that are determined technically acceptable.    DCMC Contract
Administration Office (CAO) personnel are advised to review required specifications and
standards or management system requirements cited in the solicitation for conflicts with
prospective offerors' processes approved under SPI.  CAO personnel are in a position to
identify such inconsistencies and forward their findings to the buying office and cognizant
management council for action.

Management councils are expanding beyond SPI.   They provide the organizational
mechanism to foster communication, accelerate process improvement, and successfully
manage initiatives for reducing oversight and acquisition costs.  Members of the council
can bring any issue forward for discussion and resolution.

CONCLUSION:

Senior leadership at OSD and the components are  committed to making SPI work.
SPI remains one of the important keys to DoD’s acquisition reform efforts and its
transition to performance based contracting.  As the program evolves, we continue to see
additional opportunities for implementing best practices through extremely effective
teaming arrangements and use of our Management Councils.  This is not a time to be
conservative.



Single Process Initiative
and the

World Wide Web

How to Find the Single Process Initiative (SPI) Area of DCMC’s Home Page

The SPI area address, or Uniform Resource Locator (URL), is:

http://www.dcmc.dcrb.dla.mil/spi/f_block.htm

You can also access the SPI area of the DCMC home page by going to DCMC’s home
page at http://www.dcmc.dcrb.dla.mil and selecting the “Hot Topics”  area.  From the
Hot Topics area, select the “Single Process Initiative” area (see enclosed illustrations).

Information at the SPI Area

The SPI area contains timely and relevant information SPI related topics.  The information
posted to the area is for public use and intended to provide Government and industry users
with current information on SPI implementation.  Also available at the SPI area are “Hot
Links” to other SPI resources, such as the “MILSPEC Reform” home page.

The SPI area is intended to be dynamic.  We have many updates and changes that will
occur in the near future such as a cross-index of Successes and Lessons Learned.  The
cross-index will enable users to look up information by contractor and by process.  If you
have any comments or suggestions for improving the SPI area, please contact Mr. David
Robertson (david_robertson@hq.dla.mil).

Downloading SPI Information
 
Headquarters DCMC uses Adobe Acrobat software to aid in posting documents to the
SPI area.  We have done this to give the users another option in which to view or
download the information we have posted at this site.  We create an Adobe file format
called "Portable Document Format" (PDF).  This enables you to read a document without
having to use the software it was created in. For instance, you can read an MS Word
document without having Word on your laptop or PC.  We have recently converted to
Acrobat 3.0.  This means that you need to download the Adobe's Acrobat Reader to be
sure you are able to read all of the documents.  If you do not have the Adobe Acrobat
Reader installed on your computer, a free copy and downloading instructions are available
on DCMC’s home page.
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26 December 1996
PSP 730.4.15 96-PSP-200(R)

MEMORANDUM FOR REGIONAL DIRECTORS, DCAA
    DIRECTOR, FIELD DETACHMENT, DCAA

SUBJECT:  Audit Guidance on the Review of Cost/Benefit Analyses Submitted
        Under the Single Process Initiative

On 6 August 1996, we issued updated audit guidance on DCAA’s participation in the
single process initiative (reference 96-PSP-103(R)).  That guidance:

• reemphasized earlier guidance
• discussed the Department’s expectations for cost/benefit analysis submissions
• provided attributes for an adequate cost/benefit analysis
• provided reporting examples to assist the auditor in reporting on the cost/benefit

analysis

The Defense Contract Management Command (DCMC) recently issued the enclosed
19 November 1996 memorandum on cost/benefit analysis expectations under the single process
initiative (Enclosure 1).  The DCMC memorandum emphasizes that the Department is expecting
substantial savings from contractors’ implementation of the single process initiative, and that the
cost/benefit analysis should include an estimate of those savings.  The DCMC memorandum also
discusses the attributes of an adequate cost/benefit analysis and states that the DCAA should be
requested to review the analysis.  Cost/benefit analysis information will be included in future
Contract Administration Offices’ weekly reports to DCMC Headquarters.

Our recent assessment of DCAA reports on cost/benefit analysis shows that savings
(especially future years' savings in forward pricing) included in the analyses has been relatively
insignificant.  The cost/benefit analysis should address the following items:

• estimated implementation costs
• estimated savings on existing contracts
• estimated annual future savings to reflect in forward pricing

We have also developed general attributes for an adequate cost/benefit analysis.
Enclosure 2 is a list of those attributes.

DEFENSE CONTRACT AUDIT AGENCY
8725  JOHN J. KINGMAN ROAD, SUITE 2135

FORT BELVOIR, VA 22060-6219

 I N  R E P L Y  R E F E R  T O

.



PSP 730.4.15
SUBJECT:  Audit Guidance on the Review of Cost/Benefit Analyses Submitted

        Under the Single Process Initiative

When asked to review a cost/benefit analysis, the auditor should first determine if it
includes all of the relevant implementation cost and savings information (instant savings on
existing contracts and annual future savings impacting forward pricing) use the listing of attributes
at Enclosure 2 as a guide.  Also at the beginning of the review, the auditor should coordinate with
the contracting officer to discuss the agreed-upon procedures and determine the customer’s
expectations.

The level of detail to support the cost/benefit analysis is dependent upon such items as:

a.  the technical complexity of the proposed change;

b.  the government’s participation in the contractor’s implementation costs and savings;
and

c.   the materiality of the estimated costs and savings.

If the cost/benefit analysis does not include all relevant items, the auditor should
immediately conduct fact-finding with the contractor to obtain the information or the reasons why
the information is not relevant.  If the fact-finding does not result in obtaining the relevant
implementation cost and savings information, request in writing the assistance of the
administrative contracting officer in obtaining the necessary data.

The underlying concept of the block change process is that the cost/benefit analysis does
not need to be supported by cost or pricing data.  It is similar to the Cost Accounting Standards
cost impact paper concept.   If current savings significantly exceed implementation costs, cost or
pricing data would be needed to make changes to existing contracts.

As management councils are formed to implement the single process initiative, the auditor
should coordinate with the contractor and contracting officer to determine if the use of an
integrated product team approach would be beneficial to prepare and review the cost/benefit
analysis.  Under this approach, the government provides the contractor with supporting data
expectations and review criteria before the contractor starts to prepare the analysis.  The
contractor then submits parts of the cost/benefit analysis for government review as completed and
approved by contractor management (examples of parts that could be submitted as they are
completed include the implementation costs, savings on existing contracts, and annual future
savings).  The government then provides real-time feedback to the contractor on the review
results.  The integrated product team approach usually results in a better prepared cost/benefit
analysis and significantly reduced review cycle time.

Our guidance issued on 6 August 1996 contains the report paragraph examples on the
review of cost/benefit analyses.  Enclosure 3 updates report examples to reflect the guidance
contained in this memorandum and lessons learned since 6 August 1996.  Please continue to
provide Headquarters with a copy of reports on cost/benefit analyses (Attention: PSP).  This
helps us to identify issues that may require additional guidance.



PSP 730.4.15
SUBJECT:  Audit Guidance on the Review of Cost/Benefit Analyses Submitted

        Under the Single Process Initiative

Please direct any questions or comments to the Headquarters, Special Projects Hotline, at
(703) 767-3290, fax at (703) 767-3234 or cc:Mail at *PSP.

     /Signed/
           Lawrence P. Uhlfelder

Assistant Director
Policy and Plans

Enclosures
  1.  DCMC Memorandum, dated 19 November 1996
  2.  Cost/Benefit Analysis Recommended Guidelines
  3.  Agreed-upon Procedures Reporting Examples

DISTRIBUTION:  C



DEFENSE LOGISTICS AGENCY
THE DEFENSE CONTRACT MANAGEMENT COMMAND

8725 JOHN J. KINGMAN ROAD, SUITE 2533
FT. BELVOIR, VIRGINIA   22060-6221

 IN REPLY
REFER TO    AQOC                                                                                      NOV 19 1996

MEMORANDUM FOR COMMANDERS, DEFENSE CONTRACT MANAGEMENT
                      DISTRICTS

SUBJECT: Single Process Initiative (SPI) -- Cost Benefit Analysis

     The Department is expecting substantial savings from contractors' implementation of
SPI . As such, one of the key elements of a contractor's concept paper is the inclusion of
a rough order of magnitude cost benefit analysis.

     It is the responsibility of the Administrative Contracting Officer (ACO) to ensure that
the cost benefit analysis is adequate.  This means that the analysis is based upon
empirical data; that it includes the major activities needed to implement the process, and
an estimated cost for each; and that it identifies those requirements to be deleted along
with an estimated annual saving to both existing and future contracts.  The cognizant
Defense Contract Audit Agency (DCAA) field office should be requested to analyze the
cost benefit analysis and provide advice as to its reasonableness.  As always, ACOS
should continue to use sound business judgment in arriving at their decisions.

     To better posture ourselves for questions in this area, Contract Administration Offices
should begin reporting in their weekly reports, the contractor's estimated cost to
implement the proposed process change and their estimate of annual savings and
avoidances to both existing and future contracts.  I also want included in the report, those
estimates arrived at by DCAA and their rationale for any differences .

     Questions on this matter should be directed to Ms Marialane Schultz, my SPI Team
Leader.  She can be reached on (703) 767-2471, DSN 427-2471, or via the internet at
marialane_schultz@hq.dla.mil.

/s/
ROBERT W. DREWES
Major General, USAF
Commander

ENCLOSURE 1



Cost Benefit Analysis - Recommended Guidelines

1. The cost/benefit analysis should include an analysis of:

 Implementation costs,
Estimated savings on existing contracts, and
Estimated annual future savings to reflect in forward pricing.

2. The annual future savings should be forecasted for the peri od covered by the contractor’s 
indirect expense rate forecast (usually five years).

3. The cost/benefit analysis should identify both direct and indirect implementation costs and
savings.  Estimated implementation costs and savings should be broken down by the contractor’s
normal direct and indirect cost elements.

- Direct implementation costs and savings to be included in contract price
                          proposals

- Indirect implementation costs and savings to be included in forward pricin g rates.

4. There should be rationale to support significant estimates of implementation costs and
savings.  For example, the analysis should identify the implementation plan and procedures, and
the related costs.  The major implementation cost items should include estimating rationale.  The
analysis should also identify the changed (deleted and new) requirements as a result of
implementation of the single process initiative, and the related savings.  The savings should be
broken out by savings on existing contracts and annual savings after implementation.   The major
savings' areas should include estimating rationale.

5. The cost/benefit analysis should identify recurring versus non-recurring implementation
costs and savings.

Note:  The level of detail required is dependent upon the circumstances.  Consider such items as
technical complexity, government participation, and the materiality of estimated implementation
costs and savings.  More significant changes would usually require more supporting data.
Parametrics and information other than historical data may be used to support the estimates, if
appropriate.

ENCLOSURE 2



EXAMPLES OF AGREED-UPON PROCEDURES REPORT FORMAT

SUBJECT

As requested by DCMC-Alexandria on December 4, 1996, we applied agreed-upon
procedures to review the cost/benefit analysis within the concept paper submitted by ABC
Company on December 2, 1996.  ABC Company proposes in the concept paper to replace several
software development military standards and specifications (DoD Standards 2167A and 2168, and
MIL Standards 1521B and 1803) on existing contracts with a single process for software
development.  The new single process will eliminate the requirement for providing paper copies of
in-process software code to the program offices each quarter.  Instead, program offices will be
provided on-line, real-time access to the software code as it is developed.

ABC Company estimates that it will cost $1,350,000 to implement the new process.  ABC
Company also estimates that the new process will result in savings (net of implementation costs)
on existing contracts of $1,400,000.  For future contracts, annual savings of $12,000,000 are
expected beginning in fiscal year 1997.

SCOPE

As requested, we applied procedures to review the overall reasonableness of the
cost/benefit analysis, including ABC Company’s single process implementation plans and
procedures and associated costs, and identification of changed (deleted and new) requirements
and related savings estimates.  We also applied procedures to review ABC Company’s estimate of
savings on existing contracts, and annual future savings that will be reflected in the contractor’s
forward pricing, if the new process is approved.  These procedures were coordinated with your
office on December 6, 1996.  Due to the limited information included in the cost/benefit analysis,
we did not perform the customary auditing procedures necessary to constitute an examination
made in accordance with generally accepted government auditing standards.

RESULTS

(First Example - No Exceptions)

The cost/benefit analysis includes a reasonable general dollar magnitude estimate of
implementation costs and related savings.

ENCLOSURE 3
Page 1 of 2



(Second Example - Savings Understated And Implementation Costs Overstated)

In connection with the application of the agreed-upon procedures, we found that the
implementation costs were overstated by $500,000.  ABC Company included implementation
costs of $500,000 to purchase additional computer hardware to provide on-line access to in-
process software development.  We found that existing hardware is sufficient to provide the on-
line access.  ABC Company agrees and will revise its cost/benefit analysis.

We also found that annual future savings were understated by $7,500,000.  ABC
Company did not include the savings for all anticipated contracts in the estimate.  ABC Company
agrees and will revise its cost/benefit analysis.

(Third Example - Contractor Did Not Prepare An Estimate Of Long-Term Savings To
Include In Forward Pricing)

The cost/benefit analysis includes a reasonable general dollar magnitude estimate of
implementation costs and savings on existing contracts.  However, the contractor did not prepare
an estimate of future savings to include in forward pricing proposals.  ABC Company initially said
that the estimate of future savings will be prepared at a later date when better information is
available.  We recommended that ABC Company prepare a general dollar magnitude estimate of
future savings based on existing information to provide for timely incorporation into the forward
pricing after the single process has been approved.  This estimate will also help the government to
assess the overall savings from implementing the new process.  ABC Company now agrees to
prepare an estimate of future savings to reflect in forward pricing and will provide that estimate
by January 7, 1997.

(Fourth Example - Implementation Costs Exceed Savings)

The cost/benefit analysis includes a reasonable general dollar magnitude estimate of
implementation costs and savings.  However, implementation costs exceed potential savings by a
significant amount.  We recommend that the contractor provide sufficient rationale to justify the
government accepting a process change that will result in increased costs.  ABC Company says
that the new process will substantially increase the quality of its software development process
and will provide supporting data to your technical staff by January 7, 1997.

(Concluding Paragraph - All Examples)

This report pertains only to the application of agreed-upon procedures to review the
contractor’s cost/benefit analysis.  These procedures do not constitute an audit conducted in
accordance with generally accepted government auditing standards.

ENCLOSURE 3
Page 2 of 2





































































































































National Aeronauiks  and
Space Administration

Office of the Administrator
Washington,  DC 20546-~1

MAY 1

TO: Officials-in-Charge of Headquarters OffIces
Directors,  NASA FieId Installations
Director,  Jet Propulsion Laboratory

FROM: AIAdrninistrator

SUBJECT: Acquisition Reform:  Single Process/Block  Changes

New cost-savings opportunities are emerging in acquisition reform by partnering with the ~
Department of Defense (DoD). The Single Process/Block Change initiative was conceived
by the Government Industry QuaIity  Liaison Panel,  cochaired by the NASA Office of
Safety and Mission Assurance,  and was endorsed by the Secretary of Defense.  The thrust
of the initiative is to enable contractors to propose single processes that would meet the
needs of multiple Government customers. This would eliminate duplicative contractor
systems and processes imposed by each customer’s requirements.  This initiative is
expected to reduce contractor costs,  improve process efficiencies,  reduce product costs,  and
improve product quality.  It is a win-win proposition for the Government and contractors.
It could yield high dividends for both NASA and DoD.

The Defense Contract Management Command (DCMC)  is facilitating this initiative at each
contractor facility by working with contractor and Government representatives in
identi&ing  potential single processes. NASA will cooperate with DCMC for the
development and acceptance of single processes wherever possible.  Once the principals
agree to the single processes, DCMC is authorized to issue a contract modification
implementing the block change to all affected contracts.  This concept has proven to be
very effective at several DoD reinvention  laboratory sites. Significant operational
improvements and cost reductions can be achieved by this initiative,  including savings to
the Government on current contracts.

To facilitate the partnership with DoD, I am designating the Office of the Chief Engineer
as the Agency lead for this initiative.  Enclosed are Implementation Guidelines to be used
during the implementation process. I strongly encourage you to share my enthusiastic
support of this initiative.  If you have any contracts questions, call Kenneth A. Sateriale at
202-358-0491. Quality-systems-related questions should be addressed to Carl Schneider at

ZjlZ>fk
.

/
Enclosure
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May 17, 1996

SINGLE PROCESWBLOCK CHANGE
IMPLEMENTATION GUIDELINES

1. NASA’s goal will be the elimination of unique processes/systems that are imposed on
contractors shared with DoD or other Federal agencies, unless they are essential to ensure

mission safety and reliability.

2. Each NASA Center Director will designate a focal point for implementing this
initiative. The focal point is responsible for ensuring that all proposed block changes to
Center acquisitions are considered and evaluated consistently. All contractor systems
and processes are candidates for this initiative if efficiencies can be gained.

3. For each project/program, the cognizant NASA Contracting Officer (CO), with the
Program Manager, will review each proposed block change for approval. No higher level
of approval is necessary, unless the affected process is required by a NASA Management
Instruction or the NASA FAR Supplement. CO approval, and any delegations deemed
necessary, will be conveyed to the DCMC for their implementation within a contract
block change. Any nonapproval  must be reviewed by the Center Director.

4. Process improvements and resulting cost savings will be defined and quantified.
NASA will receive consideration or share savings where savings are significant on NASA
contracts.

5. Where numerous contract changes result from this initiative, they will be negotiated in
a bIock change format.

6. Status reports will be provided by the Centers to the Office of Procuremen~ Analysis
Division, on a quarterly basis. The report will describe the processes/systems changes
made and cost savings anticipated.
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WHAT IS THE SINGLE PROCESS INITIATIVE?

On December 8, 1995, Secretary of Defense William Perry and Under Secretary of Defense for

Acquisition and Technology Paul Kaminski announced implementation of the Single Process

Initiative (SPI). SPI transitions contractor facilities from multiple government-unique

management and manufacturing systems to the use of common, facility-wide processes.

Using a "block change" modification approach, SPI unifies requirements in existing contracts on a

facility-wide basis, rather than on a contract-by-contract basis.

The role of DCMC and its Administrative Contracting Officers (ACOs) is crucial to the

success of SPI. Secretary of Defense Perry directed that the ACO assigned to a facility be the

single point of contact for this effort. ACOs will lead the coordination and negotiation of contract

modifications (block changes) to existing contracts for contractor concept papers/proposals. The

contractor must propose and substantiate SPI common processes. However, industry, the military

services, the Defense Contract Audit Agency (DCAA), and DCMC must work together and work

quickly to take advantage of this initiative.

SPI is the key to DoD Acquisition Reform efforts; it provides a method to implement

acquisition reform goals in contracts today. It is intended to reduce contractor operating costs and

achieve cost, schedule, and performance benefits for the government. The benefits of SPI are more

efficient, consistent, stable processes with greater ease of contract administration for both

contractor and government and savings for the taxpayer.

A Block Change Management Team has been established at DCMC Headquarters in Fort

Belvoir, Virginia, to assist ACOs and other functional specialists in the implementation of SPI. The

team includes representatives from the Office of the Secretary of Defense, Military Departments,

Defense Logistics Agency, Defense Contract Audit Agency, NASA, Federal Aviation Administration,

and Office of the DoD Inspector General.

Authority and implementation direction for this initiative is provided in: SECDEF memo, Common

Systems/ISO-9000/Expedited Block Changes, December 6, 1995; USD(A&T) memo, Single Process

Initiative, December 8, 1995; DCMC memo, Adoption of Common Processes at Defense Contractor
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Facilities, December 11, 1995; ASA(RD&A) [Army] memo, Common Process Facilities Initiative,

December 21, 1995; DCMC memo, Single Process Initiative, Statutory Changes or Regulatory

Deviations, April 19, 1996; DCMC memo, Reinvention Laboratory for Reducing Oversight Costs,

April 25, 1996.

This is the first in a series of SPI information sheets. Please contact the Single Process Initiative

Team at DCMC Headquarters at (703) 767-2471 if you have any questions concerning the Single

Process Initiative.

(For Information Only - Not Official Policy)  This is the first in a series of Single Process Initiative (SPI) information sheets.  These information sheets
are intended to facilitate implementation of SPI and are for internal use by Defense Contract Management Command (DCMC) personnel.



GUIDELINES FOR PREPARING A CONCEPT PAPER

Open communication is the key to preparing a successful concept paper. Before pen is put to

paper, there should be open discussion between the contractor, the customer, Defense Contract Audit

Agency (DCAA), and the DCMC Contract Administration Office (CAO) to explore the viability of the

proposed change.

It’s important to note up front that Government representatives should encourage and help the

contractor with development of the concept paper. However, it is up to the contractor to prepare

and submit concept papers.

Concept Papers should be brief, yet definitive. There is no specified page count, generally they

have run four to five pages in length. Concept papers should specifically identify the existing

contractual requirement that is to be replaced or modified. Papers should also identify contracts and

customers impacted if the paper is approved. When the contractor submits the concept paper to the

CAO, each respective customer Program Executive Officer or Program Manager (or designated

representative) and the Block Change Team must be notified of the submission and subsequent

status.

The success of the Single Process Initiative depends greatly upon the speed with which the block

change is implemented. Therefore, the 120-day period specified in Under Secretary of Defense

(Acquisition and Technology) Dr. Kaminski’s December 8, 1995, SPI memo is a goal that must be

respected. There should be early interface between industry and the Government before a

concept paper is submitted. However, once the CAO receives a concept paper, regardless of

whether the paper is acceptable or definitive, the “clock” begins to tick. The clock cannot stop nor

restart while waiting for an acceptable or definitive paper. CAOs should report receipt of the concept

paper as soon as it is received and use the remainder of the initial 30-day period to obtain additional

data as needed. Disagreements should be escalated up the chain of command.

A “definitive” concept paper includes the elements needed to effectively evaluate a proposed change

and allow rapid judgment by the Administrative Contracting Officer (ACO).
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These elements include

 a description and short summary of the process to be considered;

 methodology to move to the proposed common process and a schedule for transition;

 an explanation of how the contractor will implement the process. How does the  contractor

propose to maintain quality and schedule during the transition?

 a summary of the proposed metrics that will be used to measure effectiveness and

compliance. How will the contractor demonstrate acceptability and reliability (technical  feasibility)

of the process?

 a rough order of magnitude cost benefit analysis (to include current and future costs and savings).

Will implementation be advantageous (cost effective) to the Government ?

 an explanation of the impact on existing contracts and an assessment of future impacts.  What is

the  impact (program risk) to the Government and the contractor if the proposal is

approved/disapproved ?

 an assessment of changes required in the Government’s involvement in the process; and

 an explanation of the required regulatory/contractual changes.

The description should be in sufficient detail to enable the Government to determine if a more

detailed cost impact proposal for current contracts will be required. If the contractor provides a

“definitive” concept paper, a formal proposal is not needed and it is possible to move directly from

the proposal development phase to the first step in the approval phase.

It’s important to remember that a concept paper can come in many different formats and styles

because it needs to be tailored to the specific process and situation prevailing at that location. The

elements listed above are to be used only as a guideline. The fact that some elements listed above

may not be included in a particular concept paper does not make the paper inadequate. It is

expected that additional information can be supplied during the review process. The bottom line is:

time is money.  Do not let preconceived ideas or checklists block the Block Change process.

Questions concerning the Single Process Initiative may be addressed to the Single Process Initiative

Team at DCMC Headquarters at (703) 767-2471 or DSN 427-2471.

(For Information Only - Not Official Policy)  This is the second in a series of Single Process Initiative (SPI) information sheets.  These information
sheets are intended to facilitate implementation of SPI and are for internal use by Defense Contract Management Command (DCMC) personnel.



CONSIDERATION: APPLYING IT TO THE
SINGLE PROCESS INITIATIVE

Regarding the Single Process Initiative, Under Secretary of Defense for Acquisition and Technology

Dr. Paul Kaminski has reiterated (January 18, 1996 conference) that the Government is entitled

to consideration when there are one-sided savings in the process:

“For most contracts that we have in place, there will be bilateral cost avoidance --

that is, the savings will be passed directly to the government and, in the end, to the

taxpayer. This occurs on cost-reimbursable contracts and cases where we have

priced options that can be re-negotiated. In the case of longer term fixed-price

contracts, there is a possibility of what I would describe as unilateral cost avoidance:

savings would be realized by the contractor but the contract's fixed-price structure

has no mechanism to automatically pass along these savings to the government. In

these unilateral cases, we would seek consideration either non-monetarily or as

adjustments to the contract prices.”

For DCMC’s purposes, acceptable forms of consideration have not changed as a result of SPI policy.

DCMC Administrative Contracting Officers (ACOs) deal with contractual issues and situations

involving consideration on a daily basis. ACOs will continue to follow the applicable laws,

regulations, and policies they have always adhered to. ACOs should continue to seek

consideration, when appropriate, in the prescribed manner they have used in the past.

For informational purposes, general principles are reiterated as they apply to consideration:

 As a general statement, courts, boards, and the GAO have held that the government may not give

up something it has bargained for without receiving consideration. The adequacy of

consideration is generally left to the discretion of the Contracting Officer, although

internal oversight organizations have reviewed, and occasionally criticized, Contracting Officers

over the exercise of this discretion.

 Consideration may take several forms. For example, consideration may be taken as reduced

prices on current contracts, it may be taken as a cash refund to the government, it may be taken as

a credit against existing claims, or it may be taken as a credit against contingent liabilities, etc.
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Some of the consideration coming from a modification that moves a single process into a facility may

be in the form of intangible benefits such as improved efficiency translating into lower operating

costs and cost savings for both the contractor and the Government. These benefits, while difficult to

quantify on a contract-by-contract basis, could form part of the consideration for block change

modifications.

How consideration is taken is a matter left to the sole discretion of the Contracting Officer. The

Contracting Officer is limited in fashioning a solution to the issue of consideration to what is in the

best interests of the Government, his/her creativity, and the willingness of the contractor to

negotiate the issue.

*Please note:  Contractors may offer consideration in the form of goods or services. Done properly,

this can be an effective and appropriate method of obtaining consideration. In fact, this method is

not new or different from what has been used in the recent past. However, care must be taken to

avoid augmentation of appropriations. It is recommended that consideration of this sort be closely

coordinated with customers (PCOs) and District SPI Points of Contact or SWAT Team members

(Legal, ACOs, Cost and Price Analysts, etc).

 Consideration is normally recited in contracts and modifications to contracts. The parties should

spell out in all block change modifications the consideration they have agreed to, which includes the

tangible and intangible benefits the parties expect to receive by moving to the common process. For

example, the modification could detail the mutually-agreed-to level of performance commensurate

with the replaced milspec or standard. Any contractor monitoring data accumulation, reporting or

start up/transition efforts could also be described. Contracting Officers should use good judgment

and sound discretion in determining the adequacy of consideration (benefit) and how best to

describe it in the modification. Questions concerning the Single Process Initiative can be addressed

to the Single Process Initiative Team at (703) 767-2471 or DSN 427-2471.

                                                              
(For Information Only- Not Official Policy)  This is the third in a series of Single Process Initiative (SPI) information sheets.  These information sheets
are intended to facilitate implementation of SPI and are for internal use by Defense Contract Management Command (DCMC) personnel.



SPI + JOINT LOGISTICS COMMANDERS’ ACQUISITION
POLLUTION PREVENTION INITIATIVE = SAVING$

The Joint Logistics Commanders’ Joint Group on Acquisition Pollution Prevention (JG-APP) has many

objectives that complement the Single Process Initiative (SPI). The JG-APP focuses on identifying

common manufacturing processes across multiple component contracts that reduce and/or eliminate

hazardous materials from major weapon systems. The JG-APP’s goal is to reduce duplicative efforts and

costs from multiple, uncoordinated pollution prevention projects within individual components and the

private sector. The JG-APP has worked to develop common priorities and goals throughout DoD and to

develop a contract change process to provide cost efficient and timely adoption of commercially available

alternatives.

The JG-APP focused its efforts on current contractor design and manufacturing operations and linkages

with system users and maintainers.  Seven pilot programs were initiated at contractor sites involving

multiple component systems and multiple products. Current pilot sites include McDonnell Douglas, St.

Louis, MO; Texas Instruments, Dallas, TX; Pratt & Whitney, West Palm Beach, FL; Hughes, Tucson, AZ;

General Electric, Evandale, IN; and Boeing, Seattle, WA.

The JG-APP methodology begins with voluntary participation by a major weapons system contractor and

the joint contractor/Contract Administration Office (CAO) identification of opportunities for potential

benefits. Program Managers (PMs) are then brought in with the contractor and the CAO to determine

those identified opportunities best meeting their needs and providing the highest likelihood of success.

Once everyone is on board, technical representatives (both government and contractor) meet to further

focus on what criteria a substitute material or process must pass to meet system performance standards.

A Joint Test Protocol is developed describing the laboratory and field testing requirements a qualified

substitute must pass independent of existing standards and specifications; an agreement is signed by the

PMs and contractors involved to accept these test results.

The PM and contractor business representatives are then brought together to review each process

improvement opportunity, its environmental and cost benefits, testing costs, and available funding

scenarios determining who will bear what costs and what contract vehicle will be used. Products include a

statement of tasks and a signed funding agreement.
(continued on back)



After performance of tests and selection of an alternative material/process, an implementation plan is

developed for both contractor and users/depots.  Necessary contract modifications are handled as block

changes. This entire process may take from a few months to two years dependent upon the time necessary

for testing. Both system user and depot communities are kept informed throughout the process to reduce

duplication of existing efforts and properly gauge potential cost savings/avoidances. Also the results of the

testing are shared with all potential government and commercial beneficiaries and various industry

associations through publication of a Joint Test Report on the World Wide Web.

The similarities between the JG-APP process and SPI are many; the JG-APP and CAOs must be alert to

where the initiatives intersect. At times, pollution prevention opportunities will be identified that do not

require extensive testing. In these cases, direct transfer to SPI procedures may be the best route. Also,

once successful pollution prevention process improvement opportunities have passed all tests, they can

then be transferred to SPI procedures for rapid block change.

The success of the pollution prevention initiative is heavily dependent upon the partnering relationships

established between components, contractors, DCAA, and DCMC contracting and technical personnel.

Because of this relationship, the Pollution Prevention and SPI processes can be interwoven, and

duplication of effort can be eliminated. CAO Management Councils should become knowledgeable of

acquisition pollution prevention initiatives at their sites. As the pollution prevention initiative progresses

from a few pilot sites to full implementation (DCMC-wide plans to expand from the current seven pilot

sites have not been finalized at this time), CAO Management Councils should be used wherever possible

to effect coordinated action among the components, contractors, DCAA, and DCMC.  The benefits of

effectively linking the Single Process and Acquisition Pollution Prevention initiatives are more efficient,

consistent, environmentally benign, stable processes with greater ease of contract administration for both

contractor and government, and savings for the taxpayer. Questions concerning the Single Process

Initiative may be addressed to the Single Process Initiative Team at  (703) 767-2471 or DSN 427-2471.   

(For Information Only - Not Official Policy)  This is the fourth in a series of Single Process Initiative (SPI) information sheets.  These information sheets are
intended to facilitate implementation of SPI and are for internal use by Defense Contract Management Command (DCMC) personnel.



THE ROLE OF THE MANAGEMENT COUNCIL
         IN THE SINGLE PROCESS INITIATIVE

The role of the DCMC Contract Administration Office (CAO) Management Council is crucial to the

overall success of  the block change process. The Management Council (1) facilitates constructive

discussion regarding the general acceptability of the contractor’s concept paper as a working

document; (2) assures that the interests of the contractor’s entire government customer base are

considered; (3) analyzes the merits and cost benefits of the proposed process change; and (4) advises

the Administrative Contracting Officer (ACO) regarding the appropriateness of entering into a

Memorandum of Agreement (MOA) with the contractor when the proposed process change does not

require a contract modification. Each Management Council is composed of senior level

representatives from the CAO, the cognizant Defense Contract Audit Agency (DCAA) office, the

contractor, and subject matter experts from affected key customers. Key customers notionally

represent 80 percent of the total unliquidated obligation dollar value of contracts.

The CAO should use the Integrated Product Team (IPT) concept in establishing and operating the

Management Council. A CAO with responsibility for many contractors should structure the

Management Council to meet the needs of key contractors and customers based on the nature of the

concept papers received. The Management Council may be restructured to meet the needs of other

customers and contractors as they submit concept papers. The CAO should not attempt to pre-

screen the contractor base for SPI-related activities or communications. A “standard letter” for

ACOs to send to contractors has been forwarded to each CAO and should be sent to all contractors.

The goal is to maximize SPI participation. After the ACO letter is sent to contractors,  follow-up

contacts should be made with contractors where multiple manufacturing or management processes

exist (based on the knowledge of any CAO specialist).

SPI success depends greatly upon the speed with which block changes are executed:

 Management Councils should report the receipt of each concept paper as soon as it is received and

use the remainder of the initial 30-day period to obtain additional supporting data as needed;

 The initial CAO Management Council review of  a concept paper should address the acceptability

of the document in terms of the information needed to effectively evaluate the proposed process

change and allow rapid judgement by the ACO; and

 The customers should perform the detailed evaluations of the contractor’s proposed technical and

business processes with assistance from DCMC during the approval phase of the 120-day period.
(continued on back)



The preferred process: When the contractor submits a concept paper to the CAO, it is first

distributed to the Management Council. The ACO, with advice from the Management Council, will

make a rapid decision on the viability of the proposed change. The DCAA field office will provide

any financial advisory and audit services needed by the ACO to review concept papers. If the

concept paper has merit, it moves to the approval phase where the Management Council requests

that a Component Team Leader (CTL) be designated from the largest dollar value customer within

each affected component. During this phase, the Management Council requests a CTL from each

affected component; however, experience indicates that it is advisable to begin the process of

obtaining a CTL in the proposal development phase immediately upon receipt of a concept paper.

The CTL should serve on the Management Council and coordinate consensus among the

component’s affected customers.

The Management Council is in frequent communication at the local level assuring issues are

worked quickly. Disagreements between customers within and between components should be

worked as early in the process as possible. SPI SWAT teams are available to assist Management

Councils when needed. The successive levels of conflict resolution are

 CAO Management Council

 Component Team Leader responsible for coordinating a block change proposal

 Component Acquisition Executive (for internal component disagreement)

 Defense Acquisition Executive (for DoD component disagreements).

Conflict resolution between DoD components should occur within the 120-day time period specified

in Dr. Kaminski's memo.  [Note: This pertains to disagreements between DoD components, not

between the Government and the contractor. The SPI process does not include a contractor appeal

process if Government representatives agree that a proposal is not acceptable.] Questions

concerning the Single Process Initiative may be addressed to the Single Process Initiative Team at

(703) 767-2471 or DSN 427-2471.

(For Information Only - Not Official Policy) This is the fifth in a series of Single Process Initiative (SPI) information sheets.  These information sheets
are intended to facilitate implementation of SPI and are for internal use by Defense Contract Management Command (DCMC) personnel.



THE ROLE OF THE COMPONENT TEAM LEADER
           IN THE SINGLE PROCESS INITIATIVE

The SPI implementing guidance issued by the Under Secretary of Defense for Acquisition and Technology,

Dr. Kaminski, designates DCMC as the lead facilitator and builds the block change process on existing

structures within the Military Service Components and the Office of the Secretary of Defense. Dr.

Kaminski designed the process to create a sense of urgency in streamlining processes with emphasis on

early customer involvement and interface. To accomplish this objective, the DCMC Management Council,

upon receipt of a concept paper will advise the Administrative Contracting Officer (ACO) on the viability

of the proposed process change to enable the ACO to make a rapid judgement. If the concept paper has

merit, it moves to the approval phase where the Management Council requests that a Component Team

Leader (CTL) be designated from the largest dollar value customer within each affected component. In the

case of NASA contracts, each affected Center Director will designate a focal point to act as the liaison

between the DCMC CAO and the NASA project office. Although the procedure is for the Management

Council to request a CTL from each affected component during this phase, experience indicates that it is

advisable to begin the process of obtaining a CTL in the proposal development phase immediately upon

receipt of a concept paper.

Each CTL is responsible, within the respective component, for coordinating and facilitating consensus

among all affected component customers; determining the technical acceptability of the proposed block

change; and obtaining necessary programmatic authorizations. Each component affected by a concept

paper from a prime contractor should have a CTL designated with decision authority by the Component

Acquisition Executive (CAE) to represent the component customer base. Once the CTL is designated, the

CAO should immediately notify each affected customer of the identity of the CTL. When requested, the

CAO should also provide a copy of the concept paper to affected customers. The CTLs and other members

of the Management Council work as a team to facilitate the review and approval of concept papers  and

ensure a timely block change modification process. The NASA-designated focal point serves much like the

designated service CTL in receiving the concept paper, ensuring that the concept paper is reviewed by the

appropriate personnel, serving on the Management Council, coordinating and advising appropriate NASA

personnel, and ensuring that timely reponses are provided to DCMC.

The CTL is responsible for elevating internal component issues for resolution, as necessary, through the

CAE. Conflicts between different components should be elevated to the Defense Acquisition Executive

(DAE) for resolution.
(continued on back)



Once technical issues are resolved, all affected customers should be notified of the pending process change

and PCOs should be furnished a copy of the draft block change modification before it is executed by the

ACO. When the proposed change is agreeable to the government but does not require a contractual

modification, the ACO should execute a Memorandum of Agreement with the contractor which sets forth

the details of the process change. In addition, the ACO should follow applicable laws, regulations, and

policies in seeking and subsequently negotiating consideration when significant savings will result from

the process change.

The ACO should continue to use sound business judgement in determining when and how much

consideration is appropriate and how best to describe it in the block change modification. In addition to

the agreed consideration, which sets forth the tangible and intangible benefits the parties expect to

receive as a result of implementing a common process, each block change modification should include a

listing of contracts impacted by the change.

Guidance has been issued on the designation of CTLs: SECDEF memo, Common Systems/ISO-

9000/Expedited Block Changes, December 6, 1995; USD(A&T) memo, Single Process Initiative, December

8, 1995; DCMC memo, Adoption of Common Processes at Defense Contractor Facilities, December 11,

1995; ASA(RD&A) [Army] memo, Common Process Facilities Initiative, December 21, 1995; SAF(AQ) [Air

Force] memos, Common Systems/ISO-9000/Expedited Block Changes, January 3, 1996, and

Implementation of the Single Process Initiative, March 20, 1996; ASN(RD&A) [Navy] memo, DON

Implementation of Department of Defense Policy on Single Process Initiative, February 5, 1996; DCAA

memos, Participation in the Common Process Initiative, January 30, and February 16, 1996; DLA-

MMPOA memo, Adoption of Common Processes at Defense Contractor Facilities, February 29, 1996; and

NASA memo, Acquisition Reform:Single Process/Block Changes, May 17, 1996.

Questions concerning the Single Process Initiative may be addressed to the Single Process Initiative Team

at (703) 767-2471 or DSN 427-2471.

                                                                                  
(For Information Only - Not Official Policy) This is the sixth in a series of Single Process Initiative (SPI) information sheets.  These information sheets are
intended to facilitate implementation of SPI and are for internal use by Defense Contract Management Command (DCMC) personnel.



SPI AND THE MODIFICATION PROCESS

The modification process under the Single Process Initiative (SPI) allows for the use of a unilateral ARZ

administrative modification as described in FAR Part 204.7004(c)(5), even though the modification may

not necessarily be administrative in nature.

In performing Block Changes to contracts, contractors first submit recommended process

changes as Concept Papers. After technical agreement has been reached by all affected parties, the

cognizant Administrative Contracting Officer (ACO) can then modify all applicable contracts at a given

facility. Authority to do so is provided in the USD(A&T) letter dated December 8, 1995, Single Process

Initiative. This process is to be used for “No Action” modifications only, that is, modifications that do not

change Mechanization of Contract Administration Service (MOCAS) data elements. If contracts require

equitable adjustments, they should be processed using a separate Supplemental Agreement after negotiations

have been concluded.

It is recommended that the block change modification be issued as soon as possible so that the

Government and contractor can begin reaping benefits from any cost savings/avoidances. Even in those cases

where savings are significant and require further negotiations, the ACO should still issue an initial block

change modification and then definitize the action with a Supplemental Agreement as soon as possible. In

such cases, the initial block change modification must contain language that preserves the Government’s

entitlement to an equitable adjustment or other appropriate consideration.

The modification language should be drafted by the ACO and furnished to the contractor and all

affected Procurement Contracting Officers (PCOs) prior to execution. This should be done as early as

possible while the Concept Paper is in coordination. If you would like a sample draft modification, please

contact your District Functional and System Support Team (FASST) team representatives. The ACO should

ensure that the Government legal office reviews the modification as well.

It is recommended that a Memorandum of Agreement (MOA) be drafted which describes the

proposed modification and implementation schedule. A list of affected contracts, if different than the

entire listing of contracts at a facility, should be attached. After the ACO and the contractor sign the MOA,

the Standard Form (SF) 30, Amendment of Solicitation/Modification of Contract, should be coordinated with

the Defense Finance and Accounting Service (DFAS) Contract Entitlement Directorate Systems Office, DFAS-

JXS, and the District FASST. MOCAS will automatically issue the correct ARZ number for each contract. An
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alternative process is to issue a bilateral class modification, but this would require listing the sequential

modification number for each contract at a facility.

On the SF-30, please leave block #2, Amendment/Modification No., blank when executing an ARZ

modification. In block #10A, Modification or Contract/Order No., cite a reference to the attached list of

contracts if necessary. The MOA and list of contracts should be referenced in -- and included as an

attachment to -- the SF-30. Cite the USD(A&T) letter in block #13 as authority for the modification. In block

#14, Description of Amendment/Modification, briefly describe the attached MOA between the Government

and contractor.

For Concept Papers that do not require contract modifications, a Memorandum of Understanding (MOU) can

be drafted and signed by the ACO and contractor to implement the process changes proposed.

Please direct any questions regarding this matter to the Block Change Team at DCMC Headquarters at

(703) 767-2471 or DSN 427-2471.

(For Information Only - Not Official Policy)  This is the seventh in a series of Single Process Initiative (SPI) information sheets.  These information sheets are
intended to facilitate implementation of SPI and are for internal use by Defense Contract Management Command (DCMC) personnel.



NASA AND SPI

The National Aeronautics and Space Administration (NASA) is a valued DCMC customer. NASA is also

an important partner in the DoD SPI process. On May 17,1996, the NASA Administrator issued SPI-

implementing guidance expressing enthusiastic support for SPI and NASA’s intent to cooperate with

DCMC in the implementation process. Since that time, there have been many SPI meetings at NASA

Headquarters and Space Flight Centers.

Our implementing guidance stresses the importance of early customer notification and

involvement in processing contractors’ concept papers. NASA has requested that they be involved in the

concept paper review process at the earliest possible time when NASA contracts are -- or may be --

affected. Therefore, regardless of the dollar value of NASA contracts, the cognizant NASA Space Flight

Center should be invited to participate on the Management Council.

Each NASA Center Director has appointed a focal point for implementing SPI. The Center Focal

Point acts as the liaison between the DCMC Contract Administration Office (CAO) and the affected NASA

project offices; receives the concept papers from DCMC; ensures that the concept papers are reviewed by

the appropriate personnel; serves on -- or designates -- a member to serve on the DCMC Management

Council; coordinates with other NASA Centers, as appropriate; and assures a timely response back to

DCMC. 

For each project/program, the cognizant NASA Contracting Officer (CO), together with the

Program Manager, will review each proposed block change for approval. Unless the affected

process is required by a NASA Management Instruction or the NASA FAR Supplement, no higher level of

approval is necessary.  However, any non-approval must be reviewed by the Center Director. Once the

principals agree to the single process, the NASA CO’s written approval, including any delegations deemed

necessary, will be conveyed to DCMC for implementation within a contract block change.

If only one or two project offices are affected by a proposed process change, the ACO should

invite each of the PMs to participate on the Management Council.

If several projects at a single NASA Center are affected, then the invitation should be

extended to the designated Center SPI Point of Contact (POC) who will coordinate a project-by-

project response.

(continued on back)





If more than one Center is affected, then invitations should be extended to each Center POC.

Where a Lead Center relationship exists, a representative of that Lead Center should

represent all affected NASA contracts.  

MODIFYING NASA CONTRACTS

The NASA Administrator’s May 17, 1996 letter provides authority for DCMC ACOs to modify NASA

contracts once the DCMC ACO receives written concurrence from the NASA CO. The ACO can accomplish

this using the block change modification process.

CONSIDERATION

The DCMC ACO will typically develop an estimate of the total consideration due on all affected

Government contracts. This amount will be apportioned to affected contracts after discussion with

Component Team Leaders and the NASA focal point. The DCMC ACO will then negotiate consideration

with the contractor.

Please direct any questions regarding this process to the Block Change Management Team at DCMC

Headquarters at (703) 767-2471 or DSN 427-2471.

(For Information Only - Not Official Policy)  This is the eighth in a series of Single Process Initiative (SPI) information sheets.  These information sheets are
intended to facilitate implementation of SPI and are for internal use by Defense Contract Management Command (DCMC) personnel. 



FASA AND THE SINGLE PROCESS INITIATIVE

The block change process under the Single Process Initiative (SPI) is a highly effective vehicle for

implementing changes authorized by the Federal Acquisition Streamlining Act of 1994 (FASA); both

SPI and FASA are tools for furthering the tenets of acquisition reform.

FASA changes are appropriate candidates for block changes under SPI. Additionally,

Management Councils should not treat concept papers requesting changes related to FASA

implementation as legal or regulatory changes; they should process these concept papers without

any further review by higher headquarters.

The Federal Acquisition Regulation (FAR) 43-102, was amended to implement Section 10002 of

Public Law 103-355, which provides for modification of existing contracts, when requested by the

contractor, to incorporate changes authorized by FASA. Contracting Officers, because of the FAR

43-102 coverage, have the authority to modify existing contracts to incorporate changes resulting

from FASA implementation. As such, Administrative Contracting Officers (ACO) should

accept concept papers that propose FASA conversion; however, ACOs must be careful to

ensure that each contract meets the definition for conversion prior to contract

modification.

Legal counsel should be included in the review of these concept papers.

Once the ACO, with the assistance of the Management Council, determines that the proposed

contract changes are appropriate, and all affected customers have been notified and concur, the

ACO may execute a block change modification. FAR 43-102 encourages contracting officers to

modify existing contracts for this purpose without requiring consideration.

Additionally, Management Councils should not treat concept papers requesting changes related to

FASA implementation as legal or regulatory changes to be processed in accordance with the DCMC

policy letter of April 19, 1996, Subject: Single Process Initiative, Statutory Changes or Regulatory

Deviations.  These concept papers may be processed without any further review by higher

headquarters.

(continued on back)



Please direct any questions regarding SPI to the DCMC Block Change Management Team at (703)

767-2471 or DSN 427-2471.

(For Information Only - Not Official Policy)  This is the ninth in a series of Single Process Initiative (SPI) information sheets.  These information
sheets are intended to facilitate implementation of SPI and are for internal use by Defense Contract Management Command (DCMC) personnel.
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MEMOIUNIXJM FOR COMMAND ERS, DEFENSE CONTRACT MANAGEMENT
DISTRICTS

SUBJECT: Reinvention Laboratory for Reducing Oversight Costs

I have reached the conclusion that proposed waivers to statute or regulations belonging to
other than the DoD should be submitted, recorded and pursued under the Single Process Initiative
(SPI) rather than the Reinvention Lab for Reducing Oversight Costs. These proposed waiver
requests oflen include such matters as the reutilization screening and depreciation of government
property. As submitted, these requests usually address requirements imposed by law and/or
General Services Administration regulation.

I believe using SPI procedures will be the better approach at this time. The reasons
include:

a. It will provide a better capability to combine any applicable request from a
Reinvention Lab participant with the same or similar requests from an enormously larger
population of defense contractors. (SPI participation is actively encouraged from all 24,000
contractors under cognizance of DCMC while Reinvention Lab participation is limited to ten
contractors, )

b. The SPI procedures are highly structured affording high level, constant
visibility and tracking. No proposal will be misplaced aml the upward access for escalating issues
rapidly within the DoD, to achieve departmental positions, is greater.

c. The authorities for Reinvention Lab experimentation, as provided by law, do
not include waiving requirements of law. Therefore either way, whether a Reinvention Lab or an
SPI proposal, the idea must be processed through the DoD for formal pursuit of legislative relief.

I am issuing guidance to the Contract Administration Office Commanders outlining
procedures to be used in processing concept papers that propose changes to law or regulation. I
intend to discuss this approach in detail at my meeting on May 2, 1996 with industry Reinvention
Lab representatives. Obviously, the approach I have recommended in this memorandum requires
voluntary participation of the contractors. No one should or is telling them what to submit nor
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how. However, this is my personal recommendation which I encourage highly for the reasons
indicated. My point of contact is Mr. Lyle J, Bare and he can be reached at (703) 767-3392/DSN
427-3392,

ROBERT W. DREWES
Major General, USAF
Commander

cc:

D, DP



January 8, 1997

MEMORANDUM FOR MS. MARIALANE SCHULTZ, CHAIRPERSON, DCMC 
          SINGLE PROCESS INITIATIVE BLOCK CHANGE 
          MANAGEMENT TEAM

SUBJECT:  Single Process Initiative -- Prime and Subcontractor Relationships Integrated 
Process Team (IPT) Final Report

     Attached is the final report of the IPT on prime and subcontractor relationships.  As
you recall, the IPT was chartered on November 4, 1996 by Major General Drewes.  The
charter called for the report to be issued by November 29, 1996.  Due to the complex
issue of prime and subcontractor relationships, additional time was necessary in order to
correctly identify the problem and a proposed solution.

     The IPT appreciates the opportunity to work on such a critical issue, and looks
forward to answering any questions you or members of the Block Change Management
Team might have.

        (signed)
DAVID WRIGHT
Chairman. Prime and
Subcontractor Relationships
Integrated Process Team

Attachment
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SINGLE PROCESS INITIATIVE
PRIME AND SUBCONTRACTOR RELATIONSHIPS

FINAL REPORT
January 8, 1997

BACKGROUND

Initial OSD guidance for the Single Process Initiative (SPI) applied only to DoD prime
contracts at a contractor’s facility.  It did not address prime contractors who also perform
work as subcontractors to other DoD primes. They are unable to implement an approved
SPI process on a facility-wide basis when requirements flowed down by prime contractors
are inconsistent with the approved SPI.  On March 28, 1996, Major General Robert
Drewes, Commander, Defense Contract Management Command (DCMC), chartered the
first IPT to investigate this issue.  The IPT issued its report June 28, 1996.

On September 3, 1996, a USD (A&T) memorandum established a parallel process
enabling a prime contractor to participate in the review of a concept paper submitted by its
subcontractor.  Under this process, a contractor voluntarily identifies government
contracts in its concept paper on which it is a subcontractor.  The DoD program managers
and associated prime contractors are then consulted as part of the technical review of the
proposed change.  Should a contract require modification to enable the prime contractor
to accept the subcontractor’s proposed change, the contract is modified by the cognizant
Administrative Contracting Officer (ACO) providing all parties agree.

Shortly after the parallel process was established, complaints began to surface about the
inability of prime contractors to accept a subcontractor’s approved SPI process.  On
November 4, 1996, Major General Drewes established a second IPT to recommend
additional steps that could be taken.  Consisting of representatives from the Services and
DCMC, the IPT met on four occasions (November 7 & 12 and December 5 & 6, 1996).
The last three meetings included invited members of industry.  All meetings were held at
Headquarters, DCMC, Ft Belvoir, VA.  A list of IPT members and industry invitees is at
the conclusion of this report.

PROBLEM   

In many cases, requirements in prime contracts are inconsistent with government approved
SPI processes at subcontractor facilities.  Although some prime contract requirements are
statutory or regulatory based, these requirements are predominantly specifications and
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standards, which are typical subjects of SPI.  Prime contractors routinely flowdown these
requirements to be in compliance with the contract.  The subcontractor is thereby
precluded from fully implementing its SPI without approval from the prime contractor and
modification of its subcontract.  The prime contractor is unable to modify its subcontract
without first getting relief from the government.

Eliminating flowdown will not solve the problem of an inconsistent requirement to which
the prime contractor must comply.  To alleviate the problem, a prime contractor needs the
ability to substitute a previously government approved subcontractor SPI process to meet
the inconsistent prime contract requirement, and at the same time remain in compliance
with the prime contract.

AVAILABLE SOLUTION

The prime contractor can use the conventional contract change's process and submit its
request to the Procuring Contracting Officer (PCO), or use the existing SPI process and
submit a concept paper identifying the inconsistent requirement and the subcontractor SPI
process they want as its substitute.  However, both methods are extremely time consuming
and require new submittals each time the prime contractor wants to accept a
subcontractor SPI process that is inconsistent with a prime contract requirement.  While
these are acceptable methods, it was felt that a more all encompassing approach is
required.

ALTERNATIVE SOLUTION # 1 (Not Recommended)

Our original proposal was to have the Department authorize a one-time block change
modification to all existing DoD contracts.  This block change would incorporate a
standard “SPI Enabling Provision” that would allow prime contractors, to the extent a
contract requirement was inconsistent with a previously government approved
subcontractor SPI process, the authority to substitute that process to meet the inconsistent
requirement.  All other terms and conditions of the contract would have remained in
effect, and the prime contractor would have still been responsible for adhering to
performance, cost and schedule requirements.

In a meeting held with representatives from the Office of the Director, Defense
Procurement; Office of the Deputy Under Secretary of Defense (Acquisition Reform); and
the Services, it was recognized that this method of implementation required additional
thought.  As proposed, it would remove the program manager from the approval process;
it would be an administrative burden to execute with over 25,000 contractors and
thousands of contracts, many of which may never have the need for such a provision and
all of which were not under the cognizance of DCMC; and it would also be subject to the
“rule-making process” since standard contractual language was being proposed.
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Notwithstanding these problems, it was still felt that the salient characteristics of this
proposal had considerable merit.

It was recognized that the policy guidance in the USD(A&T) September 3, 1996,
memorandum provided a means to address prime/sub issues from the perspective of the
contractor as a subcontractor, i.e., via coordination with ultimate government customers
and consultation with prime contractors.  Fundamentally, however, it was felt that because
prime contracts needed to be modified to enable prime contractors the freedom to deal
with their subcontractors where SPIs had been previously accepted by the government,
any alternative solution must be addressed from the perspective of the prime contractor.
It was further recognized that the existing SPI process does that;  its procedures provide
for all customers to be involved through participation on the management council or as
represented by component team leaders; a cost benefit analysis is conducted; and facility
specific issues are addressed.  After much deliberation, it was concluded that by utilizing
the existing SPI process and procedures for implementation, and not proposing a  standard
enabling provision, the salient features of this proposal could be preserved.

ALTERNATIVE SOLUTION # 2 (Recommended)

It is recommended that prime contractors develop and propose their own enabling
approach.  Utilizing the existing SPI process and procedures, a prime contractor would
propose all its prime contracts at a given facility be modified in such a way so as to allow
the prime contractor to substitute a previously government approved subcontractor SPI
process to meet an inconsistent requirement called out in the prime contract.  While exact
language will have to be agreed upon, the approach in general should:

• reflect that the prime contractor is being given the right to substitute a previously
government approved subcontractor SPI process to meet an inconsistent  prime
contract requirement (excluding requirements that flow from statute, executive order,
FAR/DFARs, or other government-wide regulations, e.g., Department of Labor, Cost
Accounting Standards Board, etc).

 
• reflect that any decision to accept and substitute a previously government approved

subcontractor SPI process to meet an inconsistent prime contract requirement is solely
at the discretion of the prime contractor.

 
• ensure that the prime contractor when making these substitutions, commits that the

end product will perform as good or better than it would have, had the substitution not
been made.  There also should be no adverse impact to cost or schedule.

 
• provide for written notification to the PCO upon acceptance of any previously

government approved subcontractor SPI process, and the in lieu of prime contract
requirement.

 



4

• provide for a cost-benefit analysis that is adequate to determine the rough order of
magnitude of any costs and benefits to the contractor.  As with any concept paper
under SPI, the cost-benefit analysis is intended to be just sufficient enough to allow the
ACO to determine if the change is on a “no cost” basis, or if the government is entitled
to consideration.  The negotiation of consideration should not delay the contractor
going forward with the substitution.

 

IMPLEMENTATION

Once a prime contractor develops its enabling approach, they would propose it in a
concept paper and submit it to the local DCMC Contract Administration Office (CAO)
management council.  The management council consisting of senior level representatives
from the CAO, the cognizant Defense Contract Audit Agency office, the prime contractor,
and affected key customers, i.e., program managers, as represented by the component
team leaders, reviews the proposal. The component team leader coordinates acceptance of
the proposal with each affected program manager.  If agreement is reached, the cognizant
ACO executes a block change modification to all the prime contractor’s prime contracts at
that given facility.  The modification is accomplished using the established modification
process under SPI utilizing a unilateral ARZ administrative modification that incorporates
a bilateral Memorandum of Agreement.  Once the block change has been completed:

1. A prime contractor desiring to accept a previously government approved
subcontractor SPI process in the performance of work under the prime
contract, makes a determination whether the subcontractor SPI process is
technically acceptable for work performed on the subcontract;

• If unacceptable, the prime notifies the subcontractor.
• If acceptable, the prime modifies the subcontract.

 
2. Written notification is provided to the PCO.
 
3. A cost-benefit analysis is submitted to the ACO for evaluation.

• If no consideration is due, the change is at “no cost”.
• If consideration is due, the ACO advises the prime contractor, proceeds

with negotiations, and modifies the existing contract or contracts
accordingly.

 
 
CONCLUSION

The enabling approach is not a panacea.  If accepted, it would be another alternative
approach to those already available to the contractor.  The parallel approach established
by the USD(A&T) September 3, 1996, memorandum and outlined in the background
section of this report would still be an equally acceptable approach.  The serial approach
currently being followed by many contractors, in which government approval is obtained
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before seeking approval of the prime would also be equally acceptable.  The choice would
be at the discretion of the contractor submitting the concept paper.

The enabling approach is in keeping with acquisition reform and the Department’s move
towards performance based contracting.  Program managers will assume some risk.  This
is part of the cultural change, i.e., level of trust, required both under SPI and performance
based contracting.  The very nature of SPI and performance based contracting equates to
some degree of increased risk.  However, any increased risk is thought to be minimal and
clearly outweighed by the advantages of not burdening the program manger each and
every time a prime contractor wants to accept a previously government approved
subcontractor SPI process.  Prime contractors also assume some performance risk and will
be required to take a closer look at a subcontractor’s performance.  On the other hand,
maintaining status quo will result in increased cost, effort, and ultimately delays for the
subcontractor in fully implementing its approved SPI process.  Most importantly,
however, will be the increased cost passed on to the government if subcontractors are
forced to maintain processes in addition to their approved SPI.

The enabling approach offers the greatest potential to solving the prime/sub problem in an
efficient, effective, and expeditious manner without disturbing privity of contract.

EDUCATION AND PROMOTION OF SPI

There was considerable feedback that the level of education and promotion of SPI needs
improvement.  Too many personnel, both government and contractor, have not heard of
SPI or believe it has nothing to do with them.  DoD should reemphasize the need for
education and promotion of SPI within the Department.  SPI should not be considered a
DCMC or DoD “only” thrust.  Industry should also be responsible for ensuring a strong
and continuing education effort in order to release the full potential of SPI.  Industry
Associations need to take on a leadership role among their member corporations in
sponsoring and promoting the education of SPI through events such as prime/sub
conferences.  The Council of Defense and Space Industry Associations (CODSIA), an
association of nine industry associations that, in total, represents over ten thousand
individual companies, would be an ideal vehicle for getting the word out.
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RECOMMENDATION

1.  The Block Change Management Team should propose that DCMC draft a letter for
USD(A&T) to OSD Principals that:

• establishes the enabling approach as an equally acceptable method to parallel
and serial processing;

• encourages the acceptance of a prime contractor’s concept paper that proposes
the enabling approach in those situations where the ultimate government
customer feels it is appropriate to do so; and

• emphasizes the need for increased education and promotion of SPI.

2.  The Block Change Management Team should propose that DCMC draft a letter for
USD(A&T) to CODSIA that:

• addresses the enabling approach and encourages its use by contractors as an
alternative to parallel and serial processing; and

• solicits help in getting their member associations to take on a leadership role in
the education and promotion of SPI among their member companies.
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IPT MEMBERS

Mr Billy R. Bentley
Deputy for Program Support
PEO Tactical Missiles, Dept of Army
Redstone Arsenal, AL

Mr. Charlie Cheatham
SPI Focal Point
Headquarters, DCMDW
El Segundo, CA

Mr Rodger Christiansen
Contract Specialist
DCMC Raytheon
Bedford, MA

Mr David A. Franke
F-16 Deputy System Program Director
Wright Patterson AFB, OH

Mr Glen Gadbury
Divisional ACO
DCMC Lockheed Martin Tactical Aircraft Systems
Ft Worth, TX

Ms Marilyn Harris-Harpe
Army SPI Focal Point
Office of the Secretary of Army (RD&A)
Washington, DC

Ms Crystal A. Hull
ACO
DCMC Boeing Seattle
Seattle, WA

Mr Robert V. Innocenti
Director Acquisition and Procurement
PEO, Theater Air Defense, Dept of Navy
Arlington, VA

Mr Jeffrey L. Mason
Corporate ACO
DCMC Texas Instruments
Dallas, TX

Lloyd T. Watts, Col, USAF
Headquarters, DCMC
Ft Belvoir, VA

Mr David Wright
Program Analyst
Headquarters, DCMC
Ft Belvoir, VA

INDUSTRY INVITEES

Mr Norman J. Anderson
Manager, Division Contract Services
Raytheon Electronic Systems
Bedford, MA

Mr Charles C.Burke
Contract Management Specialist Senior
Lockheed Martin Tactical Aircraft Systems
Ft Worth, TX

Mr Michael E. Cain
Associate General Counsel
Lockheed Martin Tactical Aircraft Systems
Ft Worth, TX

Mr Paul Graves
Director, Contracts Administration
Boeing Defense and Space Group
Seattle, WA

Mr Jim Horton
Director, Defense/Commercial
Convergence, Systems Group
Texas Instruments, Dallas TX

Mr Nicholas W. Kuzemka
Director, Acquisition Management
Lockheed Martin Corporation
Bethesda, MD

Mr William Lewandowski
Assistant VP, Technical Operations
Aerospace Industries Association
Washington, D.C.

Mr I. J. (Jack) McCoy
Corporate Director, Contracts
Northrop Grumman Corporation
Los Angeles, CA

Ms Meredith K. Murphy
Director, Government Business Affairs
McDonnell Douglas Corporation
Arlington, VA

Mr Walter F. Rupinski
Director, Government Acquisition Policy
The Boeing Company
Arlington, VA

Mr Edward L. Will
Director, Contracts & Pricing, Acquisition
Streamlining, McDonnell Douglas Aerospace
St. Louis, MO
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MEMORANDUM FOR COMMANDERS, DEFENSE CONTRACT MANAGEMENT
DISTRICTS

SUBJECT: DCMC  Memorandum No. 96-58, Role of Management Council in
Facilitating the Reduction of Multiple Government Audits (POLICY)

This is a POLICY memorandum. It expires when content is included in DLAD 5000.4,
Contract Management (One Book). Target audience: Management Council members. The
purpose of this memorandum is to expand the DCMC policy execution of the Under Secretary of
Defense (Acquisition & Technology) memorandum, Implementing More Etllcient  Oversight of
Defense Contractors, August 21, 1995.

The DoD goal is to eliminate unnecessary contractor overhead costs and decrease duplicative
government audits. Effective immediately, the role of the DCMC Contract Administration OffIce
(CAO) Management Council will include serving as a catalyst in minimizing audits pefiormed  by
government entities at specific contractor locations. The Management Council will coordinate
and integrate planned government audit activity among the various government customers at each
applicable contractor facility.

The DCMC  CAO collects, stores, and accesses data received from government agencies
relating to audits, reviews or ratings of contractor operations, systems, and performance. The
Management Council should encourage the use of existing government contractor performance
information or the availability of DCMC audit skills by customers planning an on-site audit.
When a project/program unique audit is determined to be necessary at the direction of the
project/program of%ce, then the DCMC Management Council will share information and audit
skill assets with the applicable project/program office to target the scope of the unique audit.

Questions on this memorandum maybe referred to Maurice Poulin,  Product and
Manufacturing Assurance Team, (AQOG), at DSN 427-2395 or (703) 767-2395, Internet
address: maurice~oulin@hq.  dla.mil.

ROBERT W. DREWES
Major General, USAF
Commander
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MEMORANDUM FOR COMMANDERS, DEFENSE CONTRACT MANAGEMENT
DISTRICTS

SUBJECT: DCMC  Memorandum No. 96-67, Management Councils (POLICY)

This is a POLICY memorandum. It expires when its contents are included in DLAD
5000.4, Contract Management, or after one year. Target Audience: All DCMC
employees.

We are in the process of ending the Reinvention Laboratory for Reducing Oversight
Costs in favor of the DoD Single Process Initiative (SPI). SPI provides an effective
mechanism for addressing contractor waiver requirements, and provides a better
capability for combining the same or similar requests from an enormously larger
population of defense contractors. SPI participation is actively encouraged from all
24,000 contractors under the cognizance of DCMC, while reinvention lab participation
has been limited to a few contractors.

A Reinvention Laboratory innovation we most definitely want to preserve, though, is
joint Government/Contractor Management Councils. When the Reinvention Laboratory
for Reducing Oversight Costs was established in September 1994, each of the lab sites
was directed to establish a Management Council. The Councils, which have been one of
the lab’s greatest successes, are responsible for chartering multi-fimctional,  multi-
organizational teams and then managing the activities of those teams, providing guidance,
coordinating issues, resolving disputes, and approving team recommendations. Council
membership includes key DCMC, DCAA, contractor, buying activity, and program office
representatives.

Those Management Councils were so successful in promoting better teamwork,
communication, and cooperation between contractors, DCMC,  DCAA, and our major
customers, that DoD adopted the laboratory’s Management Council concept for SPI.
Management Councils were also set up in late 1995 to manage the Reinvention
Laboratory, “Enhance the Use of Parametric Cost Estimating Techniques.” In a
December 11, 1995 memorandum to the District Commanders, I wrote: “Each field
office should establish a Management Council comprised of contractor, DCMC, DCAA,
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and key customer representatives in order to facilitate a timely and constructive exchange
of information.” That direction still stands. In fact, I want to ftiher emphasize it.

I strongly believe that joint Government/Contractor Management Councils are ideal
for fostering process improvements and successfully managing initiatives for reducing
oversight and acquisition costs. They have also proven extremely successful in opening
new channels of communications between ourselves, contractors, DCAA, and our
customers. They have enabled us all to tackle, and correct, problems that before would
have been simply impossible to solve. I want those successes to continue. If there are
any questions, please contact Mr. Don Reiter, Contractor Capability and Proposal
Analysis Team (AQOD), at (703) 767-3407 or DSN 427-3407.

ROBERT W. DREWES
Major General, USAF
Commander



 The Single Process Initiative The Single Process Initiative
Accelerating the PaceAccelerating the Pace

http://www.dcmc.dcrb.dla.milhttp://www.dcmc.dcrb.dla.mil

Defense Contract Management Command

This presentation provides insights into the progress made and actions being taken to
accelerate the pace of the Single Process Initiative (SPI): It covers:
• How SPI supports the objectives of Acquisition Reform.
• An overview of how the SPI process works.
• The progress made to date in implementing SPI
• Key areas that are an essential part of accelerating SPI.

The presentation should be used, in conjunction with the management council video, as
an introduction to the discussion session.  The discussion session is an essential part
of helping Acquisition Reform Day (ARD) participants apply the information presented
to increase SPI effectiveness within their respective organizations.

A recommended discussion format is to divide participants into groups of  five to seven
individuals each.  Assign discussion questions to each group, depending on the
number of groups available.  For example, group “A” answer questions 1 and 2, group
“B” answer questions 3 and 4, etc..  Each group would then share their answers with
the other groups in an open discussion at the end of the session.

Instructors/discussion leaders should be thoroughly familiar with all material included in
the ARD SPI Syllabus.
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Acquisition Reform Day IIAcquisition Reform Day II

AGENDA:AGENDA:
ââ Acquisition Reform AtmosphereAcquisition Reform Atmosphere
ââ Overview of SPI -- the First 12 MonthsOverview of SPI -- the First 12 Months
ââ Accelerating the Pace by...Accelerating the Pace by...

...Allowing SPI on New Procurements

...Tackling Law & Reg Proposals

...Going After Savings/Cost Avoidance

...Facilitating SPI Between Primes & Subs

...Expanding Management Council’s Role

...Increasing Awareness at Working Level

...Sharing Successes

...Building on SPI and Changing the Mindset

â Discussion

The presentation should focus on what is been done to accelerate the pace of SPI
implementation.  Therefore, the presenter should only spend as much time as
necessary on reviewing the SPI process (the first two agenda items) and then focus the
remainder of the presentation on accelerating the pace of SPI.

Be sure to budget sufficient time to:
• Adequately cover all areas under “Accelerating the Pace by...”
• Allow for a discussion session after the presentation.



  3

Acquisition Reform AtmosphereAcquisition Reform Atmosphere

FAR/DoD 5000FAR/DoD 5000
RewritesRewrites

FARAFARA

OSD/ServiceOSD/Service
PATSPATS

NPR/DPRNPR/DPR

GPRAGPRA
FASAFASA

Specs & StdsSpecs & Stds
ReformReform SingleSingle

ProcessProcess
InitiativeInitiative

Acquisition Reform Day IIAcquisition Reform Day II

Better, faster, at a lower cost...  Acquisition reform has spawned a number of different
initiatives, changes in regulations, and process action teams.  All have one overarching
principle, to meet our military objectives in an atmosphere of reducing budgets.

Specification and standard reform -- making the transition to performance based
requirements -- is a central element of acquisition reform.

The guiding principle of specification and standards reform is to leave management
and manufacturing processes to the contractor’s discretion whenever possible.

On June 29, 1994, Secretary of Dr. Defense William Perry directed that future contract
requirements would be stated in terms of performance expectations in order to:
• Increase access to commercial technology.
• Provide more efficient, constant, and stable factory-wide processes.
• Encourage contractor self-oversight.
• Specifications and Standards Reform and SPI are closely linked.
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The SPI ConceptThe SPI Concept

++
ExistingExisting

CommercialCommercialExisting DoDExisting DoD

Common ProcessCommon Process
forfor

Commercial Commercial andand DoD DoD

Same FunctionSame Function
Different ProcessesDifferent Processes

One Facility... One One Facility... One SingleSingle  Process Process

Acquisition Reform Day IIAcquisition Reform Day II

On December 8, 1995, Secretary of Dr. Defense William Perry and Under Secretary of
Defense for Acquisition and Technology Dr. Paul Kaminski announced implementation
of the Single Process Initiative (SPI).

SPI transitions contractor facilities from multiple Government-unique management and
manufacturing systems to the use of common, facility-wide processes.

Using a "block change" modification approach, SPI unifies requirements in existing
contracts on a facility-wide basis, rather than on a contract by contract basis.

SPI is the key to DoD Acquisition Reform efforts; it provides a method to implement
acquisition reform goals in contracts today. It is intended to reduce contractor operating
costs and achieve cost, schedule, and performance benefits for the Government.

The benefits of SPI are more efficient, consistent, stable processes with greater ease of
contract administration for both contractor and Government and savings for the
taxpayer.
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Why Change Existing Contracts?Why Change Existing Contracts?

Realize Long Term Savings on Existing ContractsRealize Long Term Savings on Existing Contracts

Cumulative
Costs

Transition Costs Potential Savings

Time

Separate Processes

Single Process

Acquisition Reform Day IIAcquisition Reform Day II

This chart illustrates how this initiative is expected to play out over time.  There’s going
to be a period of transition... in which there may be costs of transitioning away from
military unique requirements to common, factory-wide process.

It also illustrates the importance of expediting this transition so that we can begin to
realize long term savings on existing contracts.

Although we don’t know enough today to predict cost avoidance in the future, we do
know that the longer it takes us to make the transition to common processes, the longer
we -- contractors and DoD -- will bear the added cost premium of doing business the
old way.
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Block Change ProcessBlock Change Process
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Acquisition Reform Day IIAcquisition Reform Day II

The BLOCK CHANGE PROCESS depicted here shows the decision flow along with
timelines expected of this streamlined process.  The process has four key features:
• An expedited process built around a 120 day cycle, from concept paper submission

to block change modification.
• Uses existing structures within OSD and Components.
• Designates the DCMC as the lead for facilitating the process.
• Designed to move the process forward by quickly elevating and resolving problems

or roadblocks.
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A Four Step Process:A Four Step Process:

â Contractor Submits Concept Paper

â Management Council Evaluates Concept Paper

â Block Changes Are Made to Existing Contracts to
Authorize the Use of the Single Process (if
management council approves concept paper)

â Equitable Adjustments Made to Contracts if
Substantial Savings Anticipated From Changes

Acquisition Reform Day IIAcquisition Reform Day II

SPI is essentially a four step process:
1. The contractor prepares and submits a concept paper proposing to change or

eliminate a DoD prescribed process.  The initial Contract Administration Office
(CAO) review should address acceptability in terms of the information needed to
evaluate the proposed process change and allow rapid judgment by the
Administrative Contracting Officer (ACO).  We encourage contractors and
customers to work together, using an Integrated Product Team (IPT) approach, as
the concept paper is being developed.

2. Component Team Leaders (CTLs) should perform an evaluation of the contractor’s
proposed technical and business process, achieving consensus within their
respective component and with other CTLs.

3. Once the management council agrees on the contractor’s proposed process, all
affected customers are notified of the pending change as a final sanity check.  Once
all customers have been notified, the ACO executes the modification.

4. The Government is entitled to consideration when there are one-sided savings in
the process.  For most contracts that we have in place, there will be bilateral cost
avoidance -- the savings will be passed directly to the Government and, in the end,
to the taxpayer (i.e., cost-reimbursable contracts).   For longer term fixed-price
contracts, savings would be realized by the contractor but the contract's fixed-price
structure has no mechanism to automatically pass along these savings to the
Government.  Therefore, we would seek consideration either non-monetarily or as
adjustments to the contract prices.
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Open communication is the key to preparing a successful concept paper.  There should
be open discussion between the contractor, the customer, Defense Contract Audit
Agency (DCAA), and the DCMC CAO to explore the viability of the proposed change.

Government representatives should encourage and help the contractor with
development of the concept paper. However, it is up to the contractor to prepare and
submit concept papers.

Concept Papers should be brief, yet definitive. Concept papers should specifically
identify the existing contractual requirement that is to be replaced or modified. Papers
should also identify contracts and customers impacted if the paper is approved.

Once the CAO receives a concept paper, the “clock” begins to tick. CAOs should report
receipt of the concept paper as soon as it is received and use the remainder of the
initial 30-day period to obtain additional data as needed.

Contractors are encouraged to prepare and submit concept papers for streamlining
specifications and standards with an emphasis on early customer involvement.  As a
minimum, proposals should detail the proposed process and associated metrics; the
rough order of magnitude (ROM) cost benefit analysis for the change, the consequent
changes in the Government’s involvement in the process, and required
regulatory/contractual changes that may be needed.
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Once submitted, the CAO shall determine the contractual/regulatory scope of change,
determine the component customer base impacted, and organize a local management
council based on the nature of the proposal.  The management council should be
comprised of senior level representatives from the local CAO, DCAA office, the
contractor, and CTLs representing the key customers within the affected components.
Notionally, the key customer base shall be comprised of customers who represent 80%
of the total dollar value of affected components (NASA and Navy Nuclear programs are
always key customers).

The role of the management council is to analyze the merits and cost benefits of the
change. Empowerment of the CTL is critical.  CTLs are designated and granted
decision authority by the Component Acquisition Executive (CAE) to represent the key
customer base. CTLs are responsible for achieving consensus with other component
team leaders, the key customer PCOs and PMs, the component team members and the
CAE. The CAO member is responsible for facilitating and leading the management
council.

If there is disagreement between PM or other customers within a component, the issue
must be raised to a level within the service as designated by the CAE. If there is
disagreement among the components the issue  must be raised to a level within the
Department as designated by the Defense Acquisition Executive (DAE).
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After technical agreement has been reached by all affected parties, the cognizant ACO
can then modify all applicable contracts at a given facility. Authority to do so is provided
in the USD(A&T) letter dated December 8, 1995, Single Process Initiative.

The modification should be issued as soon as possible so that the Government and
contractor can begin reaping benefits from any cost savings/avoidances. Even in those
cases where savings are significant and require further negotiations, the ACO should
still issue an initial block change modification and then definitize the action with a
Supplemental Agreement as soon as possible. In such cases, the initial block change
modification must contain language that preserves the Government’s entitlement to an
equitable adjustment or other appropriate consideration.

A Memorandum of Agreement (MOA) is recommended to document the proposed
modification and implementation schedule. A list of affected contracts should be
attached. After the ACO and the contractor sign the MOA, the Standard Form (SF) 30,
Amendment of Solicitation/Modification of Contract, should be coordinated with the
Defense Finance and Accounting Service (DFAS) Contract Entitlement Directorate
Systems Office, DFAS-JXS, and the DCMC’s District FASST.

For Concept Papers that do not require contract modifications, a Memorandum of
Understanding (MOU) can be drafted and signed by the ACO and contractor to
implement the process changes proposed.
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Consideration:Consideration:
â Costs To Execute Common Process Usually Occur Early

â Cost Avoidances Follow, May Be Hard To Quantify
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In those cases where the SPI proposal will result in significant decreases in the overall
net cost of performance of existing contracts, the contractor should be asked to submit
a formal proposal for an equitable adjustment (consideration). Negotiating
consideration should not delay the modification of contracts.

Acceptable forms of consideration have not changed as a result of SPI. The
Government is entitled to consideration when there are one-sided savings in the
process:

Consideration may take several forms. For example, reduced prices on current
contracts, cash refunds, goods and services, etc..  Goods or services can be an
effective form of consideration. Care must be taken to avoid augmentation of
appropriations. Consideration of this sort should be closely coordinated with customers
(PCOs) and District SPI Points of Contact or “SWAT” Team members (Legal, ACOs,
Cost and Price Analysts, etc).
• How consideration is taken is a matter left to the sole discretion of the Contracting

Officer.

Consideration should be documented in contracts and modifications to contracts. The
parties should spell out in all block change modifications the consideration they have
agreed to, which includes the tangible and intangible benefits the parties expect to
receive by moving to the common process.
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• Once the modification is complete, the contractor implements the new process.
As a result, both the contractor and the Government should evaluate and adjust their
oversight/surveillance activities accordingly.  This may include some assessment of
implementation progress, however, as the contractor shifts to common factory-wide
processes, they should assume greater responsibility for self-governance.

The CAO will submit their final report to the Headquarters DCMC SPI Team describing
the benefits and lessons learned from implementing the change.

Ultimately, DoD is expecting substantial savings from contractors’ implementation of
SPI.  In addition to savings on current contracts, forward pricing rates should reflect
savings as new processes are implemented.
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The role of the management council is crucial to the overall success of  the SPI
implementation. The management council (1) facilitates constructive discussion
regarding the general acceptability of the contractor’s concept paper as a working
document; (2) assures that the interests of the contractor’s entire Government customer
base are considered; (3) analyzes the merits and cost benefits of the proposed process
change; and (4) advises the ACO regarding the appropriateness of process change.
Each management council is composed of senior level representatives from the CAO,
the cognizant DCAA office, the contractor, and key customers. Key customers
notionally represent 80 percent of the total unliquidated obligation dollar value of
contracts. NASA and Navy Nuclear programs are always key customers.

The CAO should use an IPT approach in establishing and operating the management
council. A CAO with responsibility for many contractors should structure the
management council to meet the needs of key contractors and customers based on the
nature of the concept papers received. The Management Council may be restructured
to meet the needs of other customers and contractors as they submit concept papers.
(see Tab 7D)
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Component Team Leaders:Component Team Leaders:
â Responsibilities

â Member Of Govt/Contractor Management Council
â Coordinates & Gains Component Consensus
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â Air Force, Navy, Army, DLA & NASA Policy Letters
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Once a contractor has submitted a concept paper, a CTL is designated.  Usually the
CTL is designated from the largest dollar value customer with each respective
component/service.  In the case of NASA Centers, a focal point has already been
designated and posted to the SPI area of DCMC’s Home Page.

In addition to an SPI Information sheet on CTL role and responsibilities, each the Army,
Navy, Air Force, DLA, and NASA have issued guidance on identifying CTLs. (See Tabs
5 and 6F)
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SPI - The First 12 MonthsSPI - The First 12 Months

We’ve Taken the First StepsWe’ve Taken the First Steps  BUTBUT it’s it’s
Only the Beginning!Only the Beginning!

Interest is Interest is HIGH -- HIGH -- SPI Activity is IncreasingSPI Activity is Increasing
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It has been over a year since the SPI was formally introduced as an important
cornerstone of acquisition reform.  We have made a great deal of progress since then,
focusing extensive efforts on getting the initiative up and running, training and
education, policy development, maintaining an expedited pace, problem resolution, and
continually improving the quality of this very important endeavor.  While we have
achieved a great deal during the first year, we recognize the real challenges still lie
ahead.  For example, we need to redouble our efforts to increase contractor
participation, encourage supplier involvement, measure benefits, shift our focus to
areas representing bigger impacts (i.e., technical innovations), and to expand the use
of management councils.   We are already laying the groundwork to advance toward
these objectives.
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Growth in SPI activity slowed in the last quarter of 1996, however, we continue to see
steady increases in concept papers received, processes modified, and the number of
contractors participating in the program.  While we are pleased with this upward trend,
the level of activity is well below expectations relative to the number of contractors
performing defense related work.  For example, only 28 of the top DoD contractors that
make up 80% of DoD sales are participating in SPI.
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Currently, the three most frequently proposed proposed SPI changes are in the areas
of quality programs; business practices, including certification requirements,
subcontracting authorization, and work measurement; and manufacturing processes,
such as plating, encapsulation, and electrostatic protection. Additionally, we continue to
see significant activity in configuration management.  We expect an increase in this
area as more contractors successfully complete block changes and implement facility-
wide configuration management systems.
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ã Only 28 of the Top 80%  of DoD Contractors
are Participating in SPI

ã IPT Formed to Target Contractors and
Processes Representing High Return on
Investment

Accelerate the Pace By...Accelerate the Pace By...

We’re Out of the Gate We’re Out of the Gate BUTBUT We’re Not We’re Not
Taking Advantage of Every OpportunityTaking Advantage of Every Opportunity

We are currently focusing efforts on increasing industry participation in SPI.  As a first
step, we compiled a list of the top Defense contractors who have received
approximately 80 percent of DoD dollars.  We provided a copy of this list to the CAEs,
highlighting those contractors who are participating in the program.  The Services are
already using this information to identify potential candidates for SPI and are taking
steps to approach these contractors regarding their future participation in the program.

Additionally, the Headquarters DCMC Block Change Management Team recently
formed an IPT to target contractors and processes that represent a higher return on
investment.

Clearly, we must accelerate our momentum and commitment to the program in the
coming year to ensure continued success.  The next seven slides describe other key
areas we will be focusing our attention to accelerate SPI.
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...Allowing SPI on New Procurements...Allowing SPI on New Procurements
â New Procurements Must Allow Processes

Implemented Through SPI

â Navy and NASA Have Issued Contract Language
Permitting the Use of Approved Single Processes
When Technically Acceptable

â SPI Communication IPT Recommends Similar
Language for DoD-Wide Implementation
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One of the major challenges facing the SPI is ensuring future solicitations allow for the
use of approved SPI processes.  The Navy and NASA have already made strides in
this area by promulgating sample solicitation language for their procurement personnel
to use in structuring new contracts.  The Army and Air Force are working on similar
guidance for their buying activities.

The Headquarters DCMC Block Change Management Team chartered a
Communications IPT to address this issue.  The Communications IPT recently issued
its final report, which reflects recommendations for effectively communicating with
buying activities on issues relating to the SPI process.  One of the key
recommendations in this report is the need for structuring future solicitations that are
flexible enough to accommodate approved SPI processes.  The Headquarters DCMC
Management Team is preparing a DFARS “case” to implement this recommendation
DoD-wide.  (see TAB 7C)
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...Tackling Law & Reg Proposals...Tackling Law & Reg Proposals
â What We Need -- A Complete Package

â Cost/Benefits Analysis -- Cost, Schedule, or
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Proposals
â Posting Proposal Summaries and Reinvention Lab
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Contractors may submit SPI changes that affect laws or regulations.  Management
councils should review these concept papers to analyze the merits and cost-benefits.  If
the proposed change benefits the Government, the CAO should process the change or
deviation request by submitting a “case” that fully describes (1) the specific statute to
be amended or repealed; (2) the detailed rationale as to why the change is needed,
including a statement of what problem or situation will be avoided, corrected or
improved if the request is approved; (3) the cost, schedule, or performance benefit to
the Government; and (4) the suggested change language. (see TAB 7A)

Many law and regulation concept papers submitted so far are incomplete.  We have
formed an IPT to identify and correct these deficiencies.  The IPT includes participants
from DCMC, the Services, NASA, DCAA, and General Counsel.

We’re making some progress.  We have consolidated the concept papers on property
management and shared them, with the FAR, Part 45 (property) rewrite team for their
consideration.  We prepared and forwarded a DFARS case to the DAR Council,
proposing to allow contractors to use the newly developed industry guide for Earned
Value Management Systems instead of the Cost/Schedule Control Systems Criteria
currently required by the DoD 5000.2-R.  The Director, Defense Procurement is
preparing to make appropriate changes to the DFARS.  USD(A&T) has instructed
contractors that wish to convert to the new EVMS criteria on existing contracts, to do so
using block change procedures.
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...Going After Savings/Cost Avoidance...Going After Savings/Cost Avoidance
â Cost/Benefits Analysis

â  Must Be Included in All Concept Papers
â DCAA Must Review
â CAOs will Capture Estimated Cost Savings/Cost

Avoidance in Weekly Reports
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The Department is expecting substantial savings from contractors' implementation of
SPI.  One of the key elements of a contractor's concept paper is the inclusion of a ROM
cost benefit analysis.

It is the responsibility of the ACO to ensure that the cost benefit analysis is adequate.
This means that the analysis is based upon empirical data; that it includes the major
activities needed to implement the process, and an estimated cost for each; and that it
identifies those requirements to be deleted along with an estimated annual saving to
both existing and future contracts. The cognizant DCAA field office should be
requested to analyze the cost benefit analysis and provide advice as to its
reasonableness. As always, ACOs should continue to use sound business judgment in
arriving at their decisions.

CAOs are required to provide in their weekly reports, the contractor's estimated cost to
implement the proposed process change and their estimate of annual savings and
avoidances to both existing and future contracts. I also want included in the report,
those estimates arrived at by DCAA and their rationale for any differences. (see TAB
5A)
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Industry Associations Must Industry Associations Must 
Get InvolvedGet Involved

...Facilitating SPI Between Primes & Subs...Facilitating SPI Between Primes & Subs
â USD(A&T) Memo of 3 Sep 96 -- A First Step!
â IPT Formed on 4 Nov 96
â Developed Model Implementation Strategy
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SPI has been expanded to include prime contractors that are also subcontractors to
other contractors.  USD(A&T) memo dated September 3, 1996 establishes the needed
framework for addressing prime/subcontractor relationships under SPI.  A joint
Government/industry IPT has developed an alternate approach to insert a
“subcontractor enabling provision” into existing contracts.  This provision will allow
prime contractors the freedom to substitute Government accepted subcontractor SPI
processes in lieu of flowing down conflicting prime contract requirements.  The
proposed enabling provision, once approved by the management council, may be
inserted into existing prime contracts at a given facility via a block change modification.
The IPT’s recommendation will be forwarded to USD(A&T) in formulating additional
policy in this area. (see TAB 7B)
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...Expanding Management Council’s Role...Expanding Management Council’s Role
â Integrating Government Audits/Reviews
â Addressing Pollution Prevention Issues
â Resolving Any Other Issues of Mutual Concern
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Management councils are key tools for accelerating improvements in the acquisition
process. The effectiveness of the council is contingent upon senior level participation.
The underlying success of SPI is rooted in the application of this concept.

Management councils offer the opportunity to facilitate other improvement projects than
just SPI.  Members of the council can bring any issue forward for discussion and
resolution.  For example, the management council is an excellent forum to coordinate
perceived needs for audits, evaluations, red team reviews, etc..  Rather than sending in
individuals from various organizations to conduct similar reviews, it might be possible to
coordinate such reviews among the inquirers to reduce redundancies.  Evaluation
results of a single review can then be shared among the inquiring organizations.  On
October 22, 1996, DCMC issued a policy memorandum formally endorsing the use of
management councils to reduce duplicative Government audits.  We will keep you
informed of other areas where we are expanding the use of management councils. (see
TAB 7D)
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...Increasing Awareness at Working Level...Increasing Awareness at Working Level
â Roadshows and Implementation Training
â DAU Course Now Being Developed
â DSMC PM Course Elective --7 Nov 96
â Eliciting Industry Association Support
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We continue to conduct a myriad of education and outreach activities designed to raise
awareness of SPI at the working level both within Government and industry.  Highlights
of activities conducted during the quarter are:
• Roadshows and implementation training conducted by DCMC Headquarters DCMC

SPI Team and District SPI SWAT Team members.
• Headquarters DCMC is working with the DAU to integrate SPI concepts into DAU

course curriculum.

An elective course on SPI has been developed for use with the Advanced Program
Management Course at the Defense Systems Management College.  This course was
first presented on November 7, 1996 and received positive feedback.

We need industry association support and encourage contractors and industry
associations to host SPI seminars and workshops aimed at increasing SPI participation
and results.
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...Sharing Successes...Sharing Successes
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We have stepped up our efforts to collect and post summaries of approved SPI
processes at contractor facilities on the DCMC Home Page.  Through our DCMC field
commanders, we asked participating contractors to provide non-proprietary information
on SPI successes along with a facility point of contact who could answer questions and
provide any additional information.  By design, this endeavor will allow industry to build
on SPI successes and build synergistic relationships to advance contractor
participation in SPI.  Summary concepts are now available under SPI on DCMC’s Home
Page (http://www.dcmc.dcrb.dla.mil).
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...Building on SPI and Changing the Mindset...Building on SPI and Changing the Mindset
â Allows Us to Build Confidence in Commercial Processes

â Use SPI to ACCELERATE the Acquisition Process

We’ve Been Given an Opportunity,We’ve Been Given an Opportunity,
 We Must Now Leverage It We Must Now Leverage It
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Changing the way we do business is the key to DoD’s future... and SPI implements real
reform now.

Success is a team effort.  All players need to be involved and committed to making SPI
a success -- contractor, customers, DCAA, and DCMC.

SPI remains one of the important keys to DoD’s acquisition reform efforts and its
transition to performance based contracting.  As we’ve discussed today, we are making
progress toward this objective.  More importantly, as SPI evolves, we continue to see
additional opportunities for implementing best practices through Government/contractor
teaming.  By making these initial steps, CAOs, DCAA field offices, and buying activities
are gaining confidence in the management and manufacturing processes used by
contractors in the commercial sector.   This, in turn, is leading to wider acceptance of
commercial processes that are “best practices.”

We must accelerate our momentum and commitment to the program in the coming
year to ensure continued success.



DISCUSSION FORMAT and QUESTIONS

It is essential that a discussion session be held at the conclusion of the management
council video and SPI briefing to help the Acquisition Reform Day participants
apply the information presented on the Single Process Initiative (SPI).

The following questions should be used by the instructor/session leader to focus the
discussion.  To make the discussion more relevant, they should be tailored to suite
the background, experience, and functional perspective of the participants involved.

A recommended discussion format is to divide participants into groups of  5 to 7
each.  Assign discussion questions to each group, depending on the number of
groups available.  For example, group “A” answer questions 1 and 2, group “B”
answer questions 3 and 4, etc..  Each group would then share and their answers with
the other groups in an open discussion at the end of the session.  Be sure to allow
enough time to hear from each group.

1.  What are some of the objectives of SPI?  How do they fit into the objectives of
Acquisition Reform?

2.  From an your perspective, what processes represent the greatest return on investment
in terms of improved efficiency or enhanced quality?

3.  What should be done to ensure early interface with all customers affected by a process
change submitted under SPI?

4.  What would you suggest to ensure suppliers are included in the SPI process?

5.  What can be done now to ensure that new procurements allow contractors to propose
single processes that have been previously approved on existing contracts under SPI?

6.  What do you think is the key ingredient to an effective management council?

7.  Often, management council members are located thousands of miles apart.
Additionally, many organizations are facing tighter travel budgets.  What would you
recommend as ways management councils can overcome these difficulties?

8.  How should management councils and their support staffs identify those processes that
provide the greatest return on investment?

9.  How can management councils be used to coordinate Government oversight activities?

10. How can management councils be used to foster improvements and manage initiatives
other that those proposed under Single Process Initiative?
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